Efficient Consumer Response 

Continuous Replenishment 

The ultimate goal of ECR is a responsive, consumer-driven 
system in which the distributor and manufacturer work together 
to maximize consumer satisfaction and minimize cost. 

Continuous Replenishment Process (CRP) will focus on the Supplier/Distributor Loop 
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Efficient Consumer Response 

Continuous Replenishment 

Issues / Opportunities For TMV 

Direct Account, Retail, and RJR not Efficiently Linked in the 
Inventory Replenishment Process 

RJR Planning Process 

Direct Account Planning Process 

Allocations 

Co-Marketing 

VAP 

DPC 

PL Promotions 

Desired Behavior 

“Sense of Ownership” in Driving RJR SOM 
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Efficient Consumer Response 

Continuous Replenishment 


Objectives 

Maximize Customer Service Levels 
Minimize Cost to RJR & Direct Account for Distribution 
Mutually Beneficial Partnership - Make True Partners 
Jointly Facilitate Consumer Driven Business Strategies 
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Efficient Consumer Response 

Continuous Replenishment 


Implement a Continuous Replenishment Process with D/A’s to efficiently replenish 
baseline volume and effectively plan and distribute promoted product to retail. 

i 

Partnership should be mutually beneficial. ° tc 

Q It- tT\ 

Focus existing resources more effectively 
Cross Train RJR & D/A in each other Businesses 
Joint Category Advisor to Retail 
Utilize systems to support entire business alliance 
Continual Flow and Sharing of Information 

1995/96 - Implement with McLane 

1996 and 1997 - Expansion to other major D/A’s 
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Efficient Consumer Response 

Continuous Replenishment 


Factors for Success 

Partnership Criteria and Behavior - Mutually Beneficial 
Effective Planning - Linkage of Retail to Manufacturing 
Successful Refocusing of Existing Resources 
Disciplined Information Flow 
Technology - RJR and D/A’s 


Siftr 5 

iments.ucsf.edu/docs/sqhnOOOO 


6/13/95 


Efficient Consumer Response 

Continuous Replenishment 

Tactical Issues for Application 

New DIM System - Platform for CRP 

Information Gap Promotional/Private label Requirements 

Improved Inventory Management Capabilities 

Relatively Few Customers with Centralized Buying -10 of top 25 

Few Large Ship to locations within top 25 accounts - 65 of 322 
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Efficient Consumer Response 

Continuous Replenishment 

Implementation and Ongoing Costs 



1995 

1996 

1997 

1998 

McLane Initial 

Ongoing 

$0.5mm 

E E 

E E 

CO 

d o 
to to 

$0.7mm 

$0.7mm 

Total for McLane 

$0.5mm 

$0.7mm 

$0.7mm 

$0.7mm 

Incremental to Plan 

$0.3mm 

$0.6mm 

$0.6mm 

$0.6mm 

Expansion Cost (16 of too 25) 


$2.4mm 

$4.3mm 

$1,6mm 


Inventory Reduction Scenario 

Assume O.E^WOS^beployed Inventory 

One-Time Cash Flow Impact $13.8mm 

On-Going Inventory Carrying Cost $ 1,5mm 
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